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ASSESSMENT OF FREE TRADE AGREEMENT FORECASTS 


INCOME GAINS, MORE JOBS 


The Honourable Michael Wilson, Minister of Finance, today issued a study 
analyzing the benefits that can be expected from implementing the 


Canada-United States Free Trade Agreement. 


The study reviews the nature and sources of the gains from free trade, 
examines existing barriers to Canada-U.S. trade, and presents findings on 


the economic benefits that will result from bilateral trade liberalization. 


Mr. Wilson said the Agreement will promote the government's goal of 
revitalizing the Canadian economy and creating more productive and higher 


quality jobs for Canadians. 


The Minister said: "Canadians will enjoy more jobs, higher wages and 
improved standards of living."" He added: "A stronger and more productive 
economy will allow us to better support our social programs and further 


advance our cultural identity." 
Among the study's main findings: 


= real income will be raised by at least 2.5 per cent in the long term -- 
a permanent increase of $450 annually for each Canadian, or $1,800 for 
a family of four; 

= at least 120,000 net new jobs will be created over the first five years 
of the Agreement to 1993. 


A summary of the study's main points is attached. 
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Main Points in the Department of Finance Analysis 
of the Economic Benefits from the 


Canada-U.S. Free Trade Agreement 


Over the long term, real income gains will reach at least 2.5 per cent -- 
about $12 billion a year in today's dollars, or an extra $450 in real 


purchasing power for each Canadian every year. 


Consumer goods will be available at lower prices, Canadian workers will 
enjoy higher real wages, and Canadian producers will become more 
competitive due to economies of scale and lower costs of intermediate 


products imported from the U.S. 


The estimate of a 2.5-per-cent gain in real income likely understates the 
eventual benefits, since it does not take into account other benefits that 
are hard to quantify: freer trade in services, easier cross-border movement 
of investment capital, a reduction in uncertainty due to more secure access 


to the U.S. market, and a more flexible and innovative economy. 


The view that the Free Trade Agreement will generate substantial economic 
benefits is supported by other Canadian studies, by the experience of other 
free trade arrangements around the world and by Canada's own experience 


with trade liberalization. 


The economic gains will be evenly distributed among all regions of the 


country, and all broadly defined industrial sectors will benefit. 


Economic benefits will start to be felt shortly after the first tariff cuts 

on January 1, 1989: consumer prices will be lower, increasing the 
purchasing power of households and stimulating consumer sales; investment 
will expand to allow firms to take advantage of their more secure access to 
the huge U.S. market; these developments in turn will result in stronger 


economic growth and more new jobs. 
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Over the government's medium-term fiscal planning horizon, an estimated 
120,000 net new jobs will be created by 1993, only five years into the 
phasing in of the Agreement. And the extent of the job gains will increase 
as the Agreement becomes fully implemented, as other studies indicate. 
Moreover, by providing more secure access to the U.S. market, the 
Agreement will help to maintain existing jobs: illustrative scenarios 

suggest that 75,000 or more jobs could be lost by the mid-1990s in the event 
of increased U.S. protectionism without more secure access to the U.S. 


market. 


The economy will have little difficulty in making the adjustments required 

to prosper from free trade over the 10-year implementation period for the 
Agreement. The economy has shown considerable flexibility and adaptability 
in the past in coping with similar changes. It is currently well positioned 
to take advantage of the new opportunities and to adjust quickly, and 
extensive programs are in place to help business and workers handle the 
adjustment to free trade. Furthermore, the adjustment requirements will be 
small: free trade will lead to about 25,000 workers per year, on average, 
changing their jobs during the transition period -- a small fraction of the 


more than four million workers who normally change jobs annually in Canada. 
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Digitized by the Internet Archive 
in 2022 with funding trom 
University of Toronto 


https://archive.org/details/31/61115570780 
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